Minutes of the Regular Meeting of the Gallup City Council, City of Gallup, New Mexico
held virtually at Gallup City Hall, 110 W. Aztec Avenue, at 6:00 p.m. on Tuesday,
February 23, 2021.

The meeting was called to order by Mayor Louie Bonaguidi. He provided instruction to
the public viewing the meeting through Facebook Live on how to provide comment on
non-agenda items.

Upon roll call, the following were present:
Mayor: Louie Bonaguidi

Councilors: Linda Garcia
Michael Schaaf
Yogah Kumar
Fran Palochak

Also present: Maryann Ustick, City Manager
Curtis Hayes, City Attorney

Presented to the Mayor and Councilors for their approval were the Minutes of the
Regular Meeting on February 9, 2021.

Councilor Schaaf made the motion to approve the Minutes of the Regular Meeting of
February 9, 2021. Seconded by Councilor Palochak. Roll call: Councilors Schaaf,
Palochak, Kumar, Garcia and Mayor Bonaguidi all voted yes.

Presented to the Mayor and Councilors was the following Presentation and Information
item:

1. Navajo Gallup Water Supply Project (NGWSP) San Juan Generating Station
(SJGS) Alternative and Project Delay — Patrick Page, P.E., U.S. Bureau of
Reclamation Four Corners Construction and Engineer Manager

Mr. Page presented the proposal consisting of measures that have been taken and are
being explored to help reduce potential impacts to the City as a result of extending the
completion deadline of the Navajo Gallup Water Supply Project (NGWSP), which is
necessary as a result of their analysis. Mr. Page recommended selection of the San
Juan Generating Station intake alternative on the San Juan River and incorporate into
the project as the raw water supply for the San Juan lateral. Correspondence regarding
the U.S. Bureau of Reclamation’s position to extend the Navajo Gallup Water Project’s
deadline is attached hereto, marked as Exhibit A and made a part of these official
Minutes.

Discussion followed regarding resulits of the Ability to Pay Study, the project’s
commencement date and timeline, potential increase in water costs to residents, the
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35% cost cap currently in place and recent water well issues in addition to current
maintenance costs for those wells.

Mr. Page provided information regarding a Project Issue Notice (PIN) used to
memorialize decisions that are made on a project. Once signed by the City, the Bureau
of Reclamation would cover costs for the final analysis.

Mr. Hayes mentioned the methodology used with regard to the Ability to Pay analysis
and how it benefits the City in comparison to the Navajo Nation’s Ability to Pay analysis.

Further discussion followed regarding the current working cost estimate levels, the
authorized spending level by Congress, additional electrical power needed to offset the
cost of pumping added wells, the inlet site location from the Colorado mine spill and the
project budget increase. There was no action taken by the Mayor and Councilors.

Presented to the Mayor and Councilors for their approval were the following
Discussion/Action Topics:

1. Butler Brothers LLC, Request for Approval of Ordinance No. $2021-3 for the
Vacation of a Twenty Foot (20’) Public Utility Easement (PUE) — C.B. Strain,
Planning and Development Director

Mr. Strain presented the request on behalf of Butler Brothers LLC, property owners,
who petitioned the City for vacation of a 20’ wide public utility easement (PUE) on
property located at 226 Dee Ann Avenue. The purpose of the request is to develop a
self-storage facility; however, the existing utility easement which was dedicated to
accommodate utility poles and electric lines that have since been removed, would
significantly limit the buildable area. Mr. Strain said the Gallup Task Force provided a
positive recommendation and the Planning Zoning Commission, approved the request
at their meeting held on February 10, 2021.

Councilor Schaaf made the motion to approve Ordinance No. S2021-3 for vacation of a
20’ Public Utility Easement. Seconded by Councilor Palochak. Roll call: Councilors
Schaaf, Palochak, Garcia, Kumar and Mayor Bonaguidi all voted yes.

2. Acceptance of Department of Finance and Administration, CDBG Grant
Agreement, Project No. 20-C-NR-I-01-G-10 — C.B. Strain, Planning and
Development Director

Mr. Strain presented the grant agreement for award by the Department of Finance and
Administration Local Government Division in the amount of $1 million with a required
10% match of $100,000 from the City. The match requirement can be covered with left
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over fund balance from the Whole Block Neighborhood Reconstruction Project. Mr.
Strain said the grant is to fund a city street and pedestrian and utility infrastructure on
West Logan Avenue from 7t Street to 9t Street. Mr. Strain provided a scope of work,
including reconstruction of the roadway with a total 2,640 square yards of asphalt and
will require removal and replacement of 1,140 linear feet of deteriorating curb and
gutter. A total of 1,010 square yards of concrete will be needed for replacement of the
sidewalks with expansion joints traversing to the curb and gutter, replacement of
driveways and handicapped ramps with landings. Infrastructure improvements shall
consist of the replacement of 720 linear feet each of 8” water and sewer lines and a
total of 480 linear feet each of water and sewer service lines. Mr. Strain requested
acceptance of the grant agreement and approval of Resolution No. R2021-6. He also
requested approval of revenue and expenditure budget in the amount of $1 million in
addition to the 10% matching funds budget transfer and expenditure and revenue
budget of $100,000.

Discussion followed regarding the elimination of existing drainage issues in the area.

Councilor Palochak made the motion to approve the grant agreement, expenditure and
revenue budgets. Seconded by Councilor Garcia. Roll cail: Councilors Palochak,
Garcia, Kumar, Schaaf and Mayor Bonaguidi all voted yes.

3. Resolution No. R2021-4; Adopting Required Community Development Block
Grant (CDBG) Certifications and Commitments — C.B. Strain, Planning and
Development, Director

Mr. Strain presented the proposed resolution and further explained CDBG funding,
whereas each local government must annually certify the following:

Citizenship Participation:

Developing a Citizen Participation Plan is a Federal requirement for grantees who
receive CDBG funds. The Citizen Participation Plan states that citizens will be provided
with reasonable notices and timely access to local meetings in order to solicit their input
and project ideas for the CDBG program. Adoption by resolution is a requirement for
CDBG projects.

Fair Housing:
Certifies the City of Gallup’s commitment to the Fair Housing Act of 1968 to affirmatively

further fair housing, which prohibits discrimination in the sale, rental, leasing and
financing of housing or land to be used for the construction of housing on the basis of
race, color, religion, sex, disability, familial status or national origin.

Residential Anti-Displacement & Relocation Assistance:
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Whenever Federal funds, such as CDBG, are used in a project involving the acquisition,
rehabilitation, or demolition of real property, a Federal law known as the Uniform
Relocation Assistance and Real Properties Acquisition Policies Act (URA) may apply.
The purpose of the URA is to provide fair and equitable treatment for persons whose
real property is acquired or for persons displaced as a result of a CDBG funded project
or activity.

Section 3 Plan:

Section 3 is a provision of the HUD Act of 1968 that helps foster local economic
development, neighborhood economic development and individual self-sufficiency. The
Section 3 Program requires that recipients of certain HUD financial assistance — the
greatest extent feasible — provide job training, employment and contracting
opportunities for or very low income residents in connection with projects and activities
in their community. Every CDBG grantee is required to adopt a “Section 3 Plan” by
resolution for CDBG projects.

Procurement:

Certifies its compliance with Federal Procurement Code (24 CFR Part 85.36) and New
Mexico Procurement Code (§13-1-120 NMSA 1978) by adopting a procurement policy
for CDBG projects.

Councilor Palochak made the motion to approve Resolution No. R2021-4, Adopting
Required Community Development Block Grant Certifications and Commitments.
Seconded by Councilor Garcia. Roll call: Councilors Palochak, Garcia, Schaaf, Kumar
and Mayor Bonaguidi all voted yes.

4. 2021 CDBG Fair Housing Proclamation — C.B. Strain, Planning and Development
Director

Mr. Strain said as a requirement for CDBG funding, each local government must
annually certify that it will affirmatively further fair housing.

Mayor Bonaguidi read the, “Fair Housing Proclamation,” which publicizes the City’s
commitment to fair housing and proclaims, Friday, March 26, 2021 as Fair Housing Day
in Gallup.

Councilor Kumar made the motion to approve the 2021 CDBG Fair Housing
Proclamation. Seconded by Councilor Schaaf. Roll call: Councilors Kumar, Schaaf,
Garcia, Palochak and Mayor Bonaguidi all voted yes.

5. Resolution No. R2021-5; East Nizhoni Blvd. Reconstruction MAP Resolution —
C.B. Strain, Planning and Development Director
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Mr. Strain presented the Municipal Arterial Program (MAP) Application to fund the
reconstruction of East Nizhoni Boulevard between South Second Street and College
Drive. The work includes reconstruction of the roadway, pedestrian safety and storm
drainage. Mr. Strain said the resolution of project support is required by the New Mexico
Department of Transportation (NMDOT) and provided information regarding the
project's 3 phases, total project cost and the 25% required match of the awarded
amount.

Councilor Palochak pointed out the need for reconstruction. She expressed her support
of the project and requested funding for it.

Councilor Kumar made the motion to approve Resolution No. R2021-5, East Nizhoni
Boulevard Reconstruction MAP. Seconded by Councilor Palochak. Roll call: Councilors
Kumar, Palochak, Garcia, Schaaf and Mayor Bonaguidi all voted yes.

6. Capital Improvement ltem and Budget Adjustment for COVID-19 — Jennifer
Lazarz, Tourism and Marketing Manager

Ms. Lazarz presented the proposed budget adjustment for the installation of technical
components to better facilitate socially distant meetings and trainings inside the El
Morro Events Center. The total amount to complete the installation is $18,088.41, which
qualifies for submission to FEMA as a COVID-19 related expense and will be pattially
reimbursed at 75% pending FEMA approval. Ms. Lazarz provided details regarding the
reimbursement process and requested a transfer of the total amount from General Fund
Balance to Capital Expenditures.

Councilor Palochak made the motion to approve the budget adjustment for technology
installation, in the amount of $18,088.41, as presented. Seconded by Councilor Garcia.
Roll call: Councilors Palochak, Garcia, Schaaf, Kumar and Mayor Bonaguidi all voted
yes.

7. Budget Adjustment for Fox Run Golf Course — Matthew Alcala, Golf Course

Mr. Alcala presented the proposed budget adjustment in the amount of $175,000 to
cover operational expenses including utilities, seed/fertilizer, point of sale system,
merchandise and to replenish funds in other accounts utilized to cover costs of a failed

pump.

Councilor Kumar made the motion to approve the budget adjustment for Fox Run
Course, in the amount of $175,000. Seconded by Councilor Palochak. Roll call:
Councilors Kumar, Palochak, Schaaf, Garcia and Mayor Bonaguidi all voted yes.
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8. Fire Fund Budget Adjustment — Jesus “Chuy” Morales, Fire Chief

Chief Morales requested approval to budget unallocated funds in the amount of $70,020
for the future purchase of an aerial ladder truck. He also provided information regarding
funds the Fire Department continues to save for this purchase.

Councilor Palochak commended Fire Department Staff for their financial planning.

Councilor Palochak made the motion to approve the Fire Fund budget adjustment in the
amount of $70,020, as presented. Seconded by Councilor Garcia. Roll call: Councilors
Palochak, Garcia, Schaaf, Kumar and Mayor Bonaguidi all voted yes.

9. Budget Adjustment for Bond Refunding — Patty Holland, Chief Financial Officer

Ms. Holland said working with RBC Financial to refund the Series 2010A Bonds, saved
a cash outlay of $789,300 and provided a lower interest cost through the end of the
debt, saving over $950,000. However, steps to record the new debt and refunding,
require a budget adjustment to properly post the movement of cash. Ms. Holland
requested a budget increase of $7,215,870 to record the principal payment of
$7,140,000 and an interest payment of $75,870 to pay off the old loan.

Councilor Schaaf made the motion to approve the budget adjustment of $7,215,870, as
presented. Seconded by Councilor Kumar. Roll call: Councilors Schaaf, Kumar,
Palochak, Garcia and Mayor Bonaguidi all voted yes.

10. Final Change Order — Wastewater Treatment Plant WWWTP) Capital
Improvement Project — Dennis Romero, Water and Wastewater Director

Mr. Romero said the Capital Improvement Project was completed in the fall; however,
certain adjustments had to be made with piping before the acceptance period testing
could began. System Improvements were placed in operation December 2020 and
accepted by City Staff after all operation tests were completed and documented as
satisfactory. Mr. Romero requested approval of the final change order in the amount of
$79,500, to increase the Purchase Order and pay the final invoice, considering the
system is operational and acceptable for use. He clarified there is no net fiscal impact
due to this change order because the amount is within the project budget and the terms
of the Clean Water State Revolving Fund loan.

Councilor Palochak made the motion to approve the final change order for the
Wastewater Treatment Plant Capital Improvement Project. Seconded by Councilor
Schaaf. Roll call: Councilors Palochak, Schaaf, Garcia, Kumar and Mayor Bonaguidi all
voted yes.
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11. Designation of Terms of Business Improvement District Board Members — Curtis
Hayes, City Attorney

Mr. Hayes provided information regarding the Business Improvement District ordinance,
including the adoption of Ordinance No. C2018-15, which at the time, the Board
consisted of nine voting members. However, an amendment made in February 2020,
reduced the number of Board members to seven. Mr. Hayes said the Mayor and
Councilors had not designated which two of the seven board positions will serve an
initial term of three years and which five positions will serve an initial three-year term
with an automatic two-year extension and provided two choices, in accordance with the
ordinance:

1) Designate two of the current members’ positions to have three year terms. The
remaining four members’ positions and the vacant position would then serve five
year terms or

2) Designate one of the current member’s position and the vacant position to have
three year terms. The remaining five members’ positions would then have five
years.

Mr. Hayes noted there are no term limits for BID Board members, allowing positions that
are selected to have an initial term of three years to be reappointed to a four-year term
when the initial terms expire on December 31, 2021.

Mayor Bonaguidi suggested basing the selection of the two board members to a three-
year term on meeting attendance and recommended James Rich and Steve Gurley to
serve the three year terms.

Councilor Palochak expressed support of the recommendation and appreciation to Mr.
Gurley and Mr. Rich.

Councilor Palochak made the motion to approve the designation of terms of Business
Improvement District Board Members as recommended by the Mayor. Seconded by
Councilor Schaaf. Roll call: Councilors Palochak, Schaaf, Kumar Garcia and Mayor
Bonaguidi all voted yes.

Comments by Public on Non-Agenda Items
None.

Comments by Mayor and City Councilors
Councilor Palochak provided information regarding the Wellness Recovery Center, an
adult substance abuse facility at RMCH and the Four Corners Recovery Center, a detox
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facility located at the old Juvenile Detention Center, which she recently toured. She
expressed her support and appreciation of these organizations. She also encouraged
everyone to get vaccinated, continue to wear a mask and practice social distancing.

Councilor Garcia also commented on the positive changes being made within the
Wellness Recovery Center and the important role, treatment facilities such as these,
play in a community by providing much needed services. She also read a letter from
Gwen Wilson, commending the Library staff for all they have done to engage the
community during the pandemic.

Councilor Kumar thanked City Staff for their efforts throughout the pandemic. He also
shared his hopes for the continued improvement with regard to the pandemic and
encouraged everyone to get vaccinated.

Councilor Schaaf responded to questions he received regarding new construction in
Gallup, including a Maverick fuel station at the corner of Toltec Drive and East Historic
Highway 66, a Dollar Tree near Family Dollar on the east side of town and the
demolition of Smokey’s Restaurant for the construction of a Maverick fuel station in its
place.

Comments by City Manager and City Attorney

Ms. Ustick recognized Jon Pairett, Fire Marshal, Michael Gleason, Assistant Fire Chief
and the Gallup Fire Department Prevention Staff who were presented appreciation
plaques by the Gallup McKinley County School Board for their help in getting schools
reopened. She also announced a Special Meeting scheduled Tuesday, March 2, 2021
at 10:30 am for the purpose of discussing a resolution to support New Mexico House
Bill 270 pertaining to autonomous vehicles.

Mr. Hayes commented on substance abuse as it relates to the criminal justice system
and the resources needed to help with these issues. He also expressed excitement in
the valuable services both treatment facilities are providing and the importance of
having medically monitored detox services available.

Mayor Bonaguidi highlighted the positive things happening in the community, including
an award of the entire requested amount of $1 million for CDBG. He expressed his
appreciation to the State of New Mexico for recognizing the need for funding in the
community.

There being no further business, Councilor Schaaf made the motion to adjourn.
Seconded by Councilor Palochak. Roll call: Councilor Schaaf, Palochak, Kumar, Garcia
and Mayor Bonaguidi all voted yes
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ATTEST:

acios, Deputy City Clerk

uie’Bonaguidi, Mayor




Exhibit A

United States Department of the Interior

BUREAU OF RECLAMATION
Upper Colorado Region
Four Corners Construction Office
1235 La Plata Highway
IN REPLY REFER TO:; Farmington, NM 87401
FCCO-153 4
2242 AUG 14 2019
MAILED AND ELECTRONIC
Mr. Dennis Romero
Executive Director
Water and Sanitation Department
City of Gallup
110 W Aztec Ave.

Gallup, NM 87305

Subject: Recommendation to Complete a Due Diligence Analysis on the Potential to Incorporate
the San Juan Generating Station’s (SJGS) River Diversion / Reservoir Facilities into the
Navajo-Gallup Water Supply Project (NGWSP) — New Mexico

Dear Mr. Romero,

The Bureau of Reclamation recently completed the Preliminary Analysis on the Potential to
Incorporate the San Juan Generating Station’s River Diversion / Reservoir Facilities into the
NGWSP and the report has been uploaded to the NGWSP SharePoint site. On July 15-16, 2019,
Reclamation conducted separate briefings for staff from the New Mexico Interstate Stream
Commission, Navajo Nation, Navajo Tribal Utility Authority, and the City of Gallup,
respectively. Findings from the initial fatal flaw analysis, including the potential benefits and
disadvantages of using the SJIGS facilities instead of the Hogback Diversion and Intake structure
as currently planned, were presented and discussed, along with our recommendation of moving
forward with a more in-depth SJIGS Altemative Analysis.

As presented in the briefings, until the SIGS Alternative Analysis is completed and the location
of the San Juan Lateral Intake is determined, it is not feasible to proceed with the procurement of
the San Juan Lateral Water Treatment Plant (SJLWTP) design-build contract, nor advisable to
expend further design funds on features directly related to the Hogback Diversion alternative (the
San Juan Lateral Intake Structure and Block 2-3). It is unknown exactly how long the SIGS
Alterative Analysis will take but estimates at this time range between 9 and 18 months. This will
also hopefully allow time for the New Mexico Public Regulatory Commission (PRC) to rule on
the Public Service Company of New Mexico’s (PNM) application for abandonment of the SJGS,
as well as time for the City of Farmington to complete their analysis on the potential use of the
SJGS facilities, all of which are crucial to the final decision on the viability of the SIGS
Alternative. As the design and construction of the SILWTP, the San Juan Lateral Intake, and
Block 2-3 are on the critical path to the completion of the Project, suspending work on these
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features while the SIGS Alternative Analysis is being completed will result in a delay in the
completion of the overall Project.

Following the completion of the SIGS Alternative Analysis, a determination will be made in
consultation with Project Participants as whether to use the SIGS facilities for the Project or stay
with the Hogback Diversion alternative. Choosing to use the SIGS facilities would result in a
further delay in completing the Project to allow time for design work, right-of-way acquisition,
environmental compliance, cultural resources investigations and clearances, necessary
agreements and contracts, and other work associated with the SJGS Altemative. The additional
time needed to complete this work will be determined during the SIGS Alternative Analysis.

The delays resulting from completing the SJGS Alternative Analysis as well as the work
associated with changing the intake to utilize the SJGS facilities, if that alternative is chosen, will
result in the need to extend the overall Project completion date from the Congressionally-
mandated completion date of December 31, 2024. Extending the completion date of the Project
is authorized by Congress but requires the approval of the Navajo Nation San Juan River Basin
in New Mexico Water Rights Settlement Agreement (Settlement Agreement) signatory parties
which include the Navajo Nation, the State of New Mexico, and the Department of the Interior.
We are also consulting with the other Project Participants not signatory to the Settlement
Agreement (the City of Gallup and the Jicarilla Apache Nation) regarding the extension of the
completion deadline so that they understand the impacts that potential delays in the Project
completion could have on the timing of water delivery from the San Juan River through the San
Juan Lateral. It should be noted that no delays to water delivery on the Cutter Lateral will occur
as a result of analyzing and/or implementing the SJIGS alternative.

On July 31, 2019, a meeting was held with Project Participants to begin drafting a scope for the
analysis including key decision points and the information necessary to make those
determinations. We are currently finalizing the scope and will begin the analysis soon. We
believe the potential use of the SJIGS may save the Project not only capital costs but may also
result in long term operation and maintenance cost savings, as well as reduce the operational
risks associated with the intake at the Hogback Diversion. To memorialize the discussions at the
briefings we are seeking the City of Gallup’s concurrence on Reclamation’s recommendations
to:

1) Suspend work on the design and construction of those Project features that would be
directly affected by a potential intake location in order to conduct a more in-depth
analysis of the SJGS Alternative, recognizing that this will result in a delay of the overall
Project completion; and

2) Upon completion of the SIGS in-depth analysis, extend the Project completion date
pursuant to Public Law 111-11 Section 10701(e)(1)(B) to allow for adequate time to
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complete the Project as a result of suspending design and construction activities to
complete the analysis and the additional time needed to implement the recommended
alternative that comes out of the analysis.

Please send a written response with your concurrence to this office, Attention: Barry Longwell,
Project Construction Engineer. If you have any questions regarding the process as explained in
this letter, please contact Sterling Acree, Project Management Specialist at 505-324-5004. For
Text Telephone Relay Service access, call the Federal Relay System Text Telephone (TTY)
number at (800)877-8339.

Sin
p “GQO“ Barry I.K
po Construction Engineer

cc: Mr. Marc DePauli
DePauli Engineering & Surveying LLC
307 South 4th Street
Gallup, NM 87301

Ms. Maryann Ustick
City Manager

City of Gallup

110 West Aztec Avenue
Gallup, NM 87301



Mayor Jackie McKinney Maryann Ustick, City Manager

Curtis Hayes, City Attomey
AR A0S Councilor Linda Garcia, District 1
GALLU P Councilor Allan Landavazo, District 2
Councilor Yogash Kumar, District 3
Councilor Fran Palochak, District 4

September 10, 2019

Barry Longwell

Construction Engineer

US Bureau of Reclamation

Four Corners Construction Office
1235 La Plata Highway
Farmington, NM 87401

Subject: Recommendation to Complete a Due Diligence Analysis on the
Potential to Incorporate the San Juan Generating Station’s (SJGS)
River Diversion/Reservoir Facilities into the Navajo-Gallup Water
Supply Project (NGWSP) — New Mexico

Barry,

The City is in receipt of your letter, dated August 14, 2019, regarding your agency’s
recommendation to complete a due diligence analysis on the potential to incorporate the
San Juan Generating Station’s (SJGS) River Diversion/Reservoir Facilities into the
Navajo-Gallup Water Supply Project (NGWSP) — New Mexico (Enclosure 1).

You present some very compelling reasons on behalf of the NGWSP for the modification
of the project.

Let me begin by saying that the City has made every effort to be an active positive partner
in the NGWSP. We believe that the NGWSP could very well be a win-win project and
Godsend for the City, the entire State of New Mexico, the Navajo Nation, the Jicarilla
Apache Nation and the United States.

The City wants to continue to be a positive, actively engaged project partner. However,
due to some questions regarding this proposal that have not yet been addressed by
Reclamation, City Staff will not recommend concurrence for any project modifications,
including extending project delivery dates, until these issues can be clearly addressed.

The two issues that I'd like clarified are (1) how will the proposal you outlined in your
August 14t letter impact the City’s financial obligation with respect to the project, from (i)
a capital cost perspective, (ii) interest accrued during construction and (iii) long term
operations and maintenance (O&M) costs; and (2) how will this proposal impact the City
of Gallup’s short and long term water supply — as you know, the City has tailored its 40-
year water plan and resource management with the understanding that treated surface
water would be delivered to the City on December 31%, 2024. A delay of eighteen months
to four years could severely jeopardize the City’s water supply and financial stability by
forcing the City into the unnecessary drilling and development of additional ground water
wells, while still repaying our NGWSP financial obligation.

110 West Aztec Avenue » Gallup, New Mexico 87301 « phone (505) 863-1220 « fax (505) 726-5134



City Staff would like to brief the City Council on this matter during an upcoming regular
meeting, along with a recommendation of concurrence or non-concurrence of the subject
proposal, so that they can put the issue to a formal vote. Until the two items mentioned
earlier in this letter are formally addressed by Reclamation, Staff cannot properly present
the item to the City Council.

Thank you for your time and consideration. Should you or your staff like to discuss this
further, you may contact me at (505) 726-2050 or via email at dromero@gallupnm.gov.

Sincerel f

Dennis Romero, P.E.
Executive Director, Water and Sanitation

Enclosures:
(1) U.S. Bureau of Reclamation Letter, dated August 14, 2019
Copy:

Mayor Jackie McKinney

Councilor Linda Garcia

Councilor Alan Landavazo

Councilor Yogash Kumar

Councilor Fran Palochak

Maryann Ustick, City Manager

Curtis Hayes, City Attorney

Ed Warner, Area Manager, USBR Western Colorado Area Office

Jason John, Director, Navajo Nation Department of Water Resources
Marc DePauli, P.E., DePauli Engineering

Nann Winter; Stelzner, Winter, Warburton, Flores, Sanchez & Dawes, P.A.
John D’Antonio, P.E., New Mexico State Engineer

Rolf Schmidt-Peterson, Director NM Interstate Stream Commission
Christina Noftsker, Water Resource Specialist, NM Interstate Stream Commission
Brent Esplin, USBR Upper Colorado Regional Director

Walter Haase, P.E., Navajo Tribal Utility Authority

110 West Aztec Avenue * Gallup, New Mexico 87301 * phone 505.863.1220 « www.gallupnm.gov



"2 CITY OF
? G ALLUP Dennis Romero <dromero@gallupnm.gov>

NGWSP Follow-up Information Requested by the City

12 messages

Page, Patrick J <PPage@usbr.gov> Fri, Jan 22, 2021 at 12:35 PM
To: Maryann Ustick <mustick@gallupnm.gov>, Dennis Romero <dromero@gallupnm.gov>, Marc DePauli
<mdepauli@depauliengineering.com>, Kurt Spolar <kuspolar@depauliengineering.com>, Nann Winter
<nwinter@stelznerlaw.com>, "chayes@gallupnm.gov" <chayes@gallupnm.gov>

Cc: "Pulian, Wayne G" <WPullan@usbr.gov>, "Faler, Jennifer A" <JFALER@usbr.gov>, "Bannerman, Kimberly M"
<kimberly.bannerman@sol.doi.gov>, "Warner, Louis (Ed)" <LWarner@usbr.gov>, "Deming, Bart W* <bdeming@usbr.gov>,
"Acree, James S" <JAcree@usbr.gov>, "Miller, Marc B" <MBMiller@usbr.gov>, "CFiles, BOR-FCF" <rec-FCF-
CFiles@usbr.gov>

Maryanne and Dennis,

Per our discussion with you and City staff and leadership on January 19, 2021, and per your request, following is a
description of the benefits that the San Juan Generating Station (SJGS) intake alternative brings to the Project. While a
final decision has not been made, these benefits will serve as the basis for Reclamation’s justification for recommending
the selection of the SJGS intake alternative over the other alternative (the Hogback Intake alternative). Also, per your
request and for your use in crafting your resolution for City Council, we are including a description of the measures that
we (and other Project Participants) are implementing or proposing in order to reduce potential impacts that this decision
may have on the City.

SJGS Alternative Benefits/Justification

Reclamation is nearing the completion of an analysis to determine the viability of incorporating the SJGS river diversion,
intake, inlet pipeline, and reservoir into the NGWSP. In addition, the SJGS Intake Alternative was analyzed as part of the
Value Planning process that was initiated to address the funding gap identified last year as a result of updated, more
accurate cost estimates primarily associated with the two water treatment plants and the San Juan River intake structure.
Though not yet finished, we anticipate that both the additional analysis and the VP Study will conclude that the SIGS
intake alternative will be the best technical option. The VP study considered the following criteria to evaluate and rank
several intake alternatives (before including capital cost differences):

Reliability of Water Supply

Project Participants Acceptability (tied with Quality of Water Entering water treatment plant (WTP) below)
Quality of Water Entering WTP

Schedule Impact on Project

Operational Complexity of WTP & Intake

Groundwater Conservation

The technical rating and ranking of the alternatives resulted in the following ranking:

o 15t_ Alternative 6: SJGS Diversion Intake with Relocated Regional WTP

o 2M_ Ajternative 3A/3B: Reconfigured SJGS Diversion Intake with/without Increased Flexibility.
o 3. Alternative 1: Baseline Hogback Diversion Intake

o 4 _ Alternative 4: Modified Hogback Diversion Intake

« 5 _SUR Intake Channel and Infiltration Gallery

« 6t Baseline Hogback Diversion Intake.

The VP Team had considerable concerns regarding the reliability of any intake at the Hogback Diversion with needing to
remove and handle large river sediment loads with mechanical equipment (rather than settling in reservoirs) that could



push technology limits before pumping clarified water to the WTP. Using mechanical technology increases the risk of
equipment failure during operations, potentially shutting down the intake and supply to the WTP, as well as increasing
O&M costs. The considerable reservoir storage provided by the SIGS Diversion intake alternatives led to confidence in
both a very reliable and high quality water supply could be provided to the WTP, as well as would simplify both intake and
WTP operations and result in the lowest operational risk.

After the technical evaluation was completed, the VP Team then applied a capital cost consideration to the technical
scores. This had no effect on the overall rankings but did result in a widening of the gap between the top 3 options over
the bottom 3 options. The Baseline SJGS Intake Diversion alternative was found to have an approx. $50M in savings
over the Baseline Hogback Diversion Intake.

Reducing_Impacts

The Value Planning Study concluded that the SJGS was best technical option for the San Juan Lateral intake. With
potential capital and O&M savings and improved operational flexibility and lower operational risk, we believe that the
SJGS intake is in the best interest of the Project and thus, subject to supplemental environmental compliance, we plan to
recommend moving forward with this alternative. As Regional Director Wayne Pullan stated in the meeting on Tuesday, it
will be tough to walk away from the significant potential cost savings this alternative brings to the Project. That said, we
also recognize that Gallup has expressed concerns about how this option may have cost and water supply impacts to the
City that are different than any impacts to the other Project Participants.

In recognition of potential water supply impacts to the City, we have worked with the City and the Navajo Nation in their
efforts to provide access to additional groundwater resources in the interim before Project water would be available. This
includes negotiating a “use of facilities” contract with Navajo Tribal Utility Authority for the delivery of groundwater from
the Nation's Twin Lakes Well through NGWSP facilities and the Gallup Regional System (GRS) to serve Navajo
communities downstream of Gallup to help relieve stress on the GRS. We've also worked with BIA and the Nation to
identify authorized funding for a joint well that is being considered to be funded using other Navajo-San Juan Water
Rights Settlement funds that the Nation has access to. We'll also continue to help explore other potential funding
sources available from other Federal programs and assist the City with reviewing their draft funding applications if
requested.

To assist in reducing cost impacts resulting from delay in the completion of the Project in order to incorporate the SJGS
facilities, we're working with Western Area Power Administration (WAPA) to provide the City access to a portion of the
power reserved for the Project that is generated from Colorado River Storage Project (CRSP) Act facilities. The proposed
concept we're exploring with WAPA would make this historically lower-priced power available to the City for use on
groundwater wells in the interim period (between now and when Project water was available), as well as in the future to
provide power to groundwater wells when Project water is otherwise not available

Finally, recognizing that the City’s cost repayment obligation has been a concern of the City’s for a while (not just
associated with the delay in project completion that would be caused by the SUGS alternative), we are looking at the
Ability to Pay (ATP) Study that was originally conducted in 2011. Pursuant to the authorizing legislation, the City is
required to pay between 25% and 35% of its allocated costs, based on its ability to pay. The initial ATP analysis showed
that the City had a capacity for repayment over the 35% which in turn set the City’s repayment obligation at 35% of its
allocated costs. However, the City's repayment contract provides for the ATP to be re-assessed every five years.
Refinements to Reclamation’s ATP methodology may prove beneficial to the City. While there is no guarantee that a
reassessment would result in a reduced ATP, if it did, it would result in a reduction in the City's repayment obligation

Recognizing the City's concerns with incurring additional costs, we are proposing to conduct this reassessment of the
City’s ATP at federal expense. We propose to initially conduct a high-level reassessment of the ATP to see if changed
circumstances and Reclamation’s refined methodology would have an impact on the City’s ATP. This high-level review
would help the City understand what type of information we'd be looking at, which would help the City identify what (if
any) additional data the you might need to provide for the full reassessment.



We offer this proposal as a good faith effort to help reduce impacts to the City and in exchange we ask that the City join
us and the other Project Participants in the decision to move forward with selection of the SJGS intake alternative which
will entail memorializing the decision in a Project Issue Notice (PIN). | will reiterate what | stated in our meeting on
1/19/2021, if the City agreed to this approach, it would not preclude the City from requesting that Reclamation consider
cost allocation concepts proposed by the City, nor would it preclude the City from seeking relief on their repayment
obligation in the form of a repayment cap from Congress. The advantage of reassessing the City’s ATP over other
potential cost-reducing measures is that it can be done now within the current authorization.

As stated above, the plan is to memorialize the decision in the form of a PIN. The commitments made by Reclamation
(i.e., conducting the ATP reassessment) to the City to reduce impacts that the SJGS intake alternative may have, would
not be part of the SJGS PIN, but would be memorialized in the City's resolution which would reiterate the commitments
made in this email. We would be happy to work with you to ensure that the wording of the resolution matches the intent
of Reclamation as set forth in this email.

Upon resolution of this issue, we will move forward with the necessary planning and design work that will be required with
the SJGS intake alternative in order to limit delays and make it possible to achieve initial water deliveries in 2027. We
appreciate the partnership we have with the City and look forward to continuing to work with City staff to complete the
Navajo-Gallup Water Supply Project and bring a firm reliable water supply to the region. If you have any questions or
would like additional information/clarification, please don't hesitate to contact me.

Thanks — Pat

Patrick J. Page, P.E.

Project Construction Engineer
Four Corners Construction Office
Bureau of Reclamation
505-324-5027 (office)
970-749-5028 (cell)

Maryann Ustick <mustick@gallupnm.gov> Sat, Jan 23, 2021 at 9:24 AM
To: "Page, Patrick J* <PPage@usbr.gov>

Cc: Dennis Romero <dromero@gallupnm.gov>, Marc DePauli <mdepauli@depauliengineering.com>, Kurt Spolar
<KuSpolar@depauliengineering.com>, Nann Winter <NWinter@stelznerlaw.com>, chayes@gallupnm.gov, "Pullan, Wayne G"
<WPullan@usbr.gov>, "Faler, Jennifer A" <JFALER@usbr.gov>, "Bannerman, Kimberly M"
<kimberly.bannerman@sol.doi.gov>, "Warner, Louis (Ed)" <LWarner@usbr.gov>, "Deming, Bart W" <bdeming@usbr.gov>,
"Acree, James S" <JAcree@usbr.gov>, "Miller, Marc B" <MBMiller@usbr.gov>, "CFiles, BOR-FCF" <rec-FCF-

CFiles@usbr.gov>, Patricia Holland <pholland@gallupnm.gov>, Jon <jdeyoung@gallupnm.gov>
Pat: thank you for this thorough summary of the pertinent information provided at our meeting.

Three questions:

1. Have all the required permissions been obtained In order to proceed with the SJGS intake alternative? | have tried to
follow the SJGS issues and | am not clear as to who will be the ultimate owner of SJGS and work with BOR on this intake
project.

2. What is the new estimated date for delivery of surface water to Gallup from NGWSP?

3. What is the estimated timetable for the Ability to Pay process? We have still not seen the results of the NN Ability to
Pay process so this is concerning.



We will work with you on the Resolution for City Council. Do you have a desired timeline for this Council policy action?
Thanks again Pat.

Maryann
Sent from my iPhone

On Jan 22, 2021, at 12:35 PM, Page, Patrick J <PPage@usbr.gov> wrote:

[Quoted text hidden]

Page, Patrick J <PPage@usbr.gov>

To: Maryann Ustick <mustick@gallupnm.gov>

Cc: Dennis Romero <dromero@gallupnm.gov>, Marc DePauli <mdepauli@depauliengineering.com>, Kurt Spolar
<kuspolar@depauliengineering.com>, Nann Winter <NWinter@stelznerlaw.com>, "chayes@gallupnm.gov"
<chayes@gallupnm.gov>, "Pullan, Wayne G" <WPullan@usbr.gov>, "Faler, Jennifer A" <JFALER@usbr.gov>, "Bannerman,
Kimberly M" <kimberly.bannerman@sol.doi.gov>, "Warner, Louis (Ed)" <LWarner@usbr.gov>, "Deming, Bart W"
<bdeming@usbr.gov>, "Acree, James S" <JAcree@usbr.gov>, "Miller, Marc B" <MBMiller@usbr.gov>, "CFiles, BOR-FCF"
<rec-FCF-CFiles@usbr.gov>, Patricia Holland <pholland@gallupnm.gov>, Jon <jdeyoung@gallupnm.gov>

Mon, Jan 25, 2021 at 10:13 AM

Good Morning Maryanne. In response to your questions...

1. We have not obtained all of the necessary permissions that would be required to proceed with the SJGS intake
alternative, but have drafted agreements and have had technical discussions with PNM and the City of
Farmington/Enchant Energy regarding those agreements. Once our analysis is complete and a decision has been
made, we anticipate those discussions to ramp up into formal negotiations. In addition to working through those
agreements, we would also need to complete any necessary environmental compliance. We have received legal
input from our solicitors and they have informed us that we have authority to acquire the SJGS facilities and
incorporate them into the Project. As far as who the owner of the facilities would be, it is our intention to acquire
the facilities and make them Project facilities just like other facilities we are constructing.

2. Assuming selection of the SJGS intake alternative, we are currently showing that initial surface water (Project
Water) deliveries to Gallup would occur in the Fali of 2027, however there may be some concepts that come out of
the Value Planning process that could shave some time off of that schedule.

3. 1 spoke to Ed Warner about the anticipated timetable for completing the Ability to Pay re-assessment. Last week
we reached out to the head of the Economic Analysis Group in our Denver Technical Service Center and she
indicated that she could assign someone from her staff to conduct the ATP reassessment fairly quickly and could
have a high-level analysis completed in a month or two once we gave her the thumbs up. The high-level analysis
will give us a better idea on the type and amount of information that will be needed in order to complete the full
reassessment but the good news is, she has staff ready to assign the work to. We will work closely with the City in
the development of both the high-level analysis and the full reassessment including sharing draft documents so
that the City is in the loop throughout the process.

Please let me know if that answers your questions, and if you have any other questions or need additional information.

Pat

From: Maryann Ustick <mustick@gallupnm.gov>

Sent: Saturday, January 23, 2021 9:24 AM

To: Page, Patrick J <PPage@usbr.gov>

Cc: Dennis Romero <dromero@gallupnm.gov>; Marc DePauli <mdepauli@depauliengineering.com>; Kurt Spolar
<kuspolar@depauliengineering.com>; Nann Winter <NWinter@stelznerlaw.com>; chayes@gallupnm.gov; Pullan, Wayne



G <WPullan@usbr.gov>; Faler, Jennifer A <JFALER@usbr.gov>; Bannerman, Kimberly M <kimberly.bannerman@sol.doi.
gov>; Warner, Louis (Ed) <LWarner@usbr.gov>; Deming, Bart W <bdeming@usbr.gov>; Acree, James S
<JAcree@usbr.gov>; Miller, Marc B <MBMiller@usbr.gov>; CFiles, BOR-FCF <rec-FCF-CFiles@usbr.gov>; Patricia
Holland <pholland@gallupnm.gov>; Jon <jdeyoung@gallupnm.gov>

Subject: [EXTERNAL] Re: NGWSP Follow-up Information Requested by the City

This email has been received from outside of DOI - Use caution before clicking on links, opening attachments, or responding.

[Quoted text hidden)

Mon, Jan 25, 2021 at 2:54 PM

Dennis Romero <dromero@gallupnm.gov>
To: "James C. Brockmann" <jcbrockmann@newmexicowateriaw.com>

Please add to Gallup's file.
[Quoted text hidden)

Dennis Romero, P.E.
Executive Director

Utilities - Water and Sanitation
City of Gallup

110 West Aztec Ave.

Gallup, NM 87301

505-726-2050

Mon, Jan 25, 2021 at 2:55 PM

Dennis Romero <dromero@gallupnm.gov>
To: "James C. Brockmann" <jcbrockmann@newmexicowaterlaw.com>

Please add to Gallup's file.

---------- Forwarded message ---—-----

From: Page, Patrick J <PPage@usbr.gov>
[Quoted text hidden)

[Quoted text hidden]

[Quoted text hidden]

Page, Patrick J <PPage@usbr.gov> Tue, Jan 26, 2021 at 2:39 PM
To: Maryann Ustick <mustick@gallupnm.gov>

Cc: Dennis Romero <dromero@gallupnm.gov>, Marc DePauli <mdepauli@depauliengineering.com>, Kurt Spolar
<kuspolar@depauliengineering.com>, Nann Winter <NWinter@stelznerlaw.com>, "chayes@gallupnm.gov”
<chayes@gallupnm.gov>, "Pullan, Wayne G" <WPullan@usbr.gov>, "Faler, Jennifer A" <JFALER@usbr.gov>, "Bannerman,
Kimberly M" <kimberly.bannerman@sol.doi.gov>, "Warner, Louis (Ed)" <LWarner@usbr.gov>, "Deming, Bart W"



<bdeming@usbr.gov>, "Acree, James S" <JAcree@usbr.gov>, "Miller, Marc B" <MBMiller@usbr.gov>, "CFiles, BOR-FCF"
<rec-FCF-CFiles@usbr.gov>, Patricia Holland <pholland@gallupnm.gov>, Jon <jdeyoung@gallupnm.gov>

Maryanne,

| just realized that | didn’'t answer your last question which was — Do you have a desired timeline for this Council policy
action? My general thought is that it is in both Gallup’s and the Project's best interest to be able to move forward on both
the Ability to Pay reassessment and the SJGS Intake decision as quickly as possible. The sooner the City can take its
necessary actions the sooner we can start on the ATP reassessment and continue the pre-construction work on SJGS.

Pat

[Quoted text hidden)

Marc DePauli <mdepauli@depauliengineering.com> Wed, Jan 27, 2021 at 5:32 PM
To: dromero <dromero@gallupnm.gov>, Curtis Hayes <chayes@gallupnm.gov>, Nann Winter <NWinter@stelznerlaw.com>,
Maryann Ustick <mustick@gallupnm.gov>

Cc: Kurt Spolar <kuspolar@depauliengineering.com>

The email from Pat Page with Reclamation (attached) listed the following items under the heading of Reducing_Impacts .
While this sound good no quantitative amounts are offered to reduce the financial impacts. Here is summary of
Reclamation’s offerings/promises to reduce the impacts of project delays associated with the SJGS alternative:

. Reclamation will contract with NTUA for delivery of Twin Lake Well water to the Gallup Regional Water System.
. Reclamation will work with BIA and NN DWR for funding for a joint water well.

. Reclamation will assist Gallup with application for Potential Grant funding to drill a new well.

. Reclamation will explore WAPA CRPS power rate for Gallup well water supply operation.

. Reclamation is proposing an initial high level reassessment of the City's Ability to Pay.

. Reclamation may consider cost allocation concepts proposed by the City.

. Reclamation did not offer support for a repayment cost cap from congress.

~NO N WN

The recent draft of the Value Planning Report is also attached. Partnership meeting is 1 pm tomorrow via teams.

Marc DePauli PE/PS

DePauli Engineering and Surveying, LLC

307 S. 4™ Street
Gallup, NM 87301

505 863 5440

---------- Forwarded message ----------

From: "Page, Patrick J" <PPage@usbr.gov>

To: Maryann Ustick <mustick@gallupnm.gov>, dromero <dromero@gallupnm.gov>, Marc DePauli
<mdepauli@depauliengineering.com>, Kurt Spolar <kuspolar@depauliengineering.com>, Nann Winter
<nwinter@stelznerlaw.com>, "chayes@gallupnm.gov" <chayes@gallupnm.gov>

Cc: "Pullan, Wayne G" <WPullan@usbr.gov>, "Faler, Jennifer A" <JFALER@usbr.gov>, "Bannerman, Kimberly M"
<kimberly.bannerman@sol.doi.gov>, "Warner, Louis (Ed)" <LWarner@usbr.gov>, "Deming, Bart W"
<bdeming@usbr.gov>, "Acree, James S" <JAcree@usbr.gov>, "Miller, Marc B" <MBMiller@usbr.gov>, "CFiles, BOR-
FCF" <rec-FCF-CFiles@usbr.gov>

Bcc:

Date: Fri, 22 Jan 2021 19:35:42 +0000

Subject: NGWSP Follow-up Information Requested by the City

Maryanne and Dennis,

Per our discussion with you and City staff and leadership on January 19, 2021, and per your request, following is a
description of the benefits that the San Juan Generating Station (SJGS) intake alternative brings to the Project. While a






